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2 KEY ECONOMIC INDICATORS: MALAWI 

All values in millions of U.S. Exchange rate used in this table: 

dollars unless otherwise stated Malawi Kwacha 1.00 = $1.20 
Percent Average Annual 


Change Growth Rate 
1972 1973 1974, 1973-74 1972-1974 


INCOME, PRODUCTION, EMPLOYMENT 


Population in millions he7 heS he95 26% 226% 
GNP at current prices 44600 511.0 525.0 207% Joh% 
Per Capita GNP ($ per year) QheS 10604 106.5 201% 73% 
GDP at current prices hhSe3  51he7 64006 2he 5% 195% 
GDP at constant (1964) prices 34007 36768 38626 5% 6.5% 
Per Capita aa constant prices 


($ per year 25 WT ei 1.9% Lg 
Investment on New Enterprises 1.1 305 hes 37 02% 127 26% 
Index of manufacturing output 

(1970 = 100) 122e0 14700 16020 8e7% 14.06% 
ESOOM output in Millions of KWH 15900 1780 19243 8% 10% 
Agricultural export values 

Tobacco 3020 L7el 30% 25 03% 

Tea hel 2005 25% 1 

Peanuts 8.5 59 —25 5% -15.9% 

Sugar 0.5 8.6 115% 34.7% 

Corn 106 220 —48.8% 475% 

Rice 1.3 3 oh 9-7% Thelh 
Average annual wage ($ per worker) 41520 39120 1% —2.% 
Employment in wage sector (*000) 19020 22340 307% 8.5% 


MONEY AND PRICES 


Money supply hhe2 5809 beh 297% 315% 
Quasi money (private holdings) 2107 2800 42.8 520% 41% 
Public external debt outstanding 167e4 20367 284 22% 21.6% 
Debt Service as percent of 

domestic exports 928% Teh% 1169% NeAe NeoAe 
Commercial bank prime rate Se5% 805% 85% NeAe NeAe 
Price index (1964 = 100) 14807 15901 17706 11.6% 93% 
Gold and foreign exchange reserves 3301 6509 = 8203 2h eM 62% 
Balance of payments (changes in 

foreign reserves) 308 = 3208 1b NeAe NeAe 
Balance of trade —4602 41263 6326 —5L% 21.7% 


Sources: 1975 Economic Report (Malawi Economic Planning Division) 
1974 Economic and Financial Review (Reserve Bank of Malawi) 
Monthly Statistical Bulletin (Malawi National Statistical Office) 





KEY ECONOMIC INDICATORS: MALAWI (Cont'd) 


Percent 
Change 
1973— 


BALANCE OF PAYMENTS AND TRADE (Cont'd) 


Total Exports (FOB) 121.8 27% 

Domestic Exports (FOB) 106.3 28.7% 
to UeKe 3601 12.8% 
to Rhodesia 7e7 167% 
to Zambia 503 395% 
to UeSeAe Te2 12.5% 
to South Africa 5e2 360% 
to Netherlands 9-3 111.3% 
to Ireland 5k 422% 


Imports - (CIF) 12306 13706 = 185 o4 34.07% 
from UeKe 3703 3he2 4105 214% 
from South Africa 1506 2he7 L6e1 86.7% 
from Rhodesia 2002 2005 2304 14.01% 
from Japan 920 89 10.7 o 
from Zambia he3 beh hed -23 ohh 
from West Germany 307 heb 72 565% 
from UeSeAe 2e3 3e1 53 71% 


Main Imports from UsSeAs (1974): Machines for road construction, $474,230; Tractors— 
Agricultural, $366,645; Clothing (used), $185,051; Fabrics, $178,243; Machines, Type- 
setting, $175,9376 


Main Exports to UeSeA. (1 : Tea, $1,758,901; Virginia Flue-—Cured Tobacco, Strip 
and scrap, $1,084,028; Sugar, $740,762; Tropical Fish, $86,778. 


SUMMARY: Malawi's rate of real growth in GDP slowed in 1974 to 5% due primarily to a 
deceleration in agricultural growth, the interruption of industrial inputs and some 
capacity restraints in manufacturinge A 35% increase in the value of imports, although 
volume remained at roughly the same level as 1973, put additional pressures on Malawi's 
terms of trade and led the economy to a current inflation rate of nearly 18%. The 
Malawi Government continued to attract substantial amounts of foreign aid and invest- 
ment, however, and encouraged further diversification of the industrial base. Uncer- 
tainties, particularly weather, associated with the agricultural sector and the supply 
and constantly rising costs of imports have the potential to hamper Malawi's growth in 
the future. Investment and trade by UeSe companies continued to rise modestly and 
additional opportunities are available. 
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CURRENT ECONOMIC SITUATION AND TRENDS 


Economic Performance in 1974 


While inflation allowed real GDP to increase by only 5% in 1974, contrasted 
with 8% in 1973, real growth has continued at a rate of 6% over the last 
decade to $386.6 million in 1974 at constant prices. The Government of 
Malawi recorded its third year of surplus in its re-current budget and tax 
revenues climbed 13% to $52.4 million or 48% of all government receipts. 
Foreign exchange reserves climbed 25% to $82.3 million as high factor 
income offset the significant decline in Malawi's trade balance. Employ— 
ment in the wage sector continued to grow, although average real wages 
remained lower in 1974 than in 1971. 


Visible Trade Gap Widens 


Malawi's visible trade gap widened to $63.5 million in 1974 even though 
domestic exports jumped almost 29% to $106.3 million. Agricultural pro- 
ducts for export actually fell 20% in volume, but strong world demand for 
tobacco, tea, sugar and cotton more than offset the decrease in quantity. 
A $42.6 million increase in the value of basic and auxiliary materials 
for industry led the rise in the import bill but other significant in- 
creases occured in virtually all other areas. The rise of machinery, 
equipment and materials for industry as a percentage of the import bill 
reflected not only inflationary pressure but also increased investment 


activities in the economy. Consumer goods continue to slip in percentage 
of imports classified by end use. 


The United Kingdom remained the largest market for Malawi's exports in 
1974 but South Africa replaced the U.K. as the biggest supplier of 

Malawi importse Malawi imported 3 times as much from South Africa in 
1974, $46.1 million, as it did in 1972 primarily in the areas of capital 
equipment and materials for building and construction. The U.K. with 
$41.5 million and Southern Rhodesia with $20.5 million were Malawi's 
second and third ranking source of imports. Trade with Southern Rhodesia 
may well become increasingly difficult in 1975, however, which could lead 
to significant changes in Malawi trading patterns. Malawi trade with the 
United States continued to expand, steadily if not spectacularly; exports 
to $7.2 million, imports to $5.3 million. 


Agriculture Still Holds Priority 


Malawi remains an overwhelmingly agricultural economy (87% of population 
engaged directly or indirectly in agriculture) and expanded agricultural 
production is still the Government's top priority. 1974 agricultural 
production increased at a modest 4.6% in real value, which after problems 
in 1973, placed it at about 1972 levels. Smallholders received nearly 
20% more for their products from the Agricultural Development and 
Marketing Corporation (ADMARC) in 1974, however, owing to higher prices. 
Estate grown crops of tobacco, tea and sugar soared in value although 
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adverse weather held the quantity increase down to 2% Peanut and cotton 
production suffered most from erratic weather. Sugar production from the 
SUCOMA estate in the lower Shire Valley is scheduled to expand to 

125,000 short tons by 1977 as a result of a two-year $17 million expan- 
sion program and is already the third largest source of foreign exchange 
after tobacco and teae Meat, milk and fish production continued to 
increase although imports of meat and fish continue to be substantial. 
Forest industry sales continued over the $1 million mark but supplies 


produced were only a small percentage of the country's needs. 
Industrial Growth Slows 


1974 brought a slowdown in the rate of growth of real manufacturing out- 
put to 5.8% with high cost and difficulty of obtaining equipment and 
materials as the primary factors. Eighteen new industrial licenses were 
issued in 1974 involving $4.7 million in total investment and major 
investment programs are underway in the existing brewing, textiles, 
wheat and maize milling and pharmaceutical industries. The Government 
continues to look for financial partners for the planned 150,000 tons 
per year softwood—bleached long fibre pulp mill at Chinteche and is con— 
sidering a second sugar mill at Dwangwae Preliminary studies are 
underway on the establishment of a fertilizer granulating plant to be 
supplied from phosphate deposits near Tundulue A combination distribu- 
tion depot/light industry complex at Liwonde is planned to enter the 
initial stages of operation in 1975. Building and construction activity 
increased only slightly in 1974 to $26.3 million in value, 45% of the 
activity was centered around the new capital of Lilongwe while 36% was 
in the Blantyre region. 


Growth in Service Sector Mixed 


1974 brought increases in the number of passengers carried by air, rail 
and on Lake Malawi but freight tonnages hauled by rail and the number 
of tourists dropped slightly. The value of freight carried was up, 
however, and those tourists who did come increased tourist revenues by 
13.6% over 1973 to over $4 million. Malawi Railways lost $1.15 million 
in 1973 and still is hampered by capacity restraints and interruptions 
to traffic movements outside Malawi borders. 1975 promises continued 
expansion and upgrading of road and railway facilities particularly to 
Zambia but also the possibility of difficulties with traditional trade 
lines from South Africa through Rhodesia and added strains on the ports 
and rail links with Mozambiquee Air Malawi's net profit jumped from 
$210,000 in 1973 to $1.85 million in 1974 as the permanent addition of 
a VC-10 to the fleet allowed substantial increases in passenger, freight 
and mail carried. 





Government Development Efforts Intensified 


The rolling public sector development program of 1975/76 - 77/78 provides 
for a total expenditure of over $196 million, of which $152 million is to 
come from external sourcese The first year program investment will be 
$67 million, 37% of which will go to transportation, 24% to agriculture 
and approximately 5.5% each to forestry and game, postal and communica- 
tions, power and government buildingse Continued substantial amounts of 
foreign assistance and a healthy debt service ratio continue to boost 

the development effort. Para-statal bodies or public enterprises continue 
to prospere In addition to Air Malawi's growth, ADMARC's net profit 
jumped 39% in 1974 to $10.3 million. ESCOM supplied 8.7% more electri- 
city and showed a profit of over $900,000 while the Malawi Housing Corp- 
oration and Malawi Development Corporation substantially increased both 
revenues and profitse 


IMPLICATIONS FOR THE UNITED STATES 


The Government of Malawi is more actively encouraging foreign investment, 
although it still maintains the right to judge need and location in 
granting industrial licenses. Licensees may be granted exclusive rights 
in particular industries for a limited time where necessary to induce 
investment. The basic corporate tax rate is a flat 40% of net profit. 
Repatriation of capital and profits requires prior approval of the 
Reserve Bank and the Ministry of Finance but such approval has not been 
difficult to obtain. Investment conditions are stable and all OPIC 
programs are potentially operative in Malawie UeSe banks continued to 
be active in Malawi in 1974, one purchasing a 30% equity position in a 
local commercial bank, another authorizing a $10 million loan to ADMARC 
and agreeing to act as financial engineer for the planned pulpwood 
projecte A new tariff structure is to go into effect by the end of 1975 
which will generally bring U.S. produced goods into a more favorable 
position. Particularly, the new structure will for the first time allow 
UeSe produced chemicals, plastics, rubber, wood, paper, base metal 
articles, precision instruments, office machines railway equipment, agri- 
cultural machinery and tools to compete on an equal footinge 1975 may 
bring some disruption in Malawi's traditional trade patterns with South- 
ern Rhodesia and South Africa as a result of political evolution in the 
area which could well mean a search for new markets and sources of 
supplye Malawi remains a relatively small market, distant from the 
United States and as a signatory of the Lome Convention in 1975, Malawi 
will most certainly increase contact and trade with the EeE.eC. Nine. 

But in the years ahead Malawi should continue to supply investment oppor- 
tunities and opportunities as well for U.S. trade to capitalize on 
changing Malawi trade patterns to increase its share of the market. 

Such opportunities would seem to justify increased agency and distribu- 
tion agreements, the increased availability of American business repre- 
sentatives and a general increase in efforts to sell. 








CALL US 


WE’VE GOT THE ANSWERS 
TO YOUR MARKETING 
QUESTIONS WORLDWIDE 


Commercial and economic information responsible for a country or group of 
on most trading partners of the United countries as listed below. Assistance 
States is available from the Bureau or information about marketing in 
of International Commerce,U.S. De- these countries may be obtained by 
partment of Commerce. dialing these key people directly: 
The Bureau is organized geographically (202) 967 plus the given extension 
with a Country Marketing Manager 


Area Extension Far East 
Australia and New 

Zealand 3646 
East Asia 5401 
Japan 2427 
South Asia 3137 
Southeast Asia 3875 


Africa 
Central Africa 3904 
East and South Africa 4927 
West Africa 4388 


Europe 

Canada and Benelux Latin America 

countries 3848 Brazil 5427 
France 4504 Mexico, Central 
Germany and Austria 4414 America, and 
Italy and Greece 3944 Panama 5020 
Nordic countries 4601 Argentina, Uruguay, 
Spain and Portugal 3957 and Paraguay 2428 
Switzerland, Yugo- Caribbean countries 

slavia and Turkey 2795 and remainder of 
United Kingdom 3713 South America 2995 


Special units within the Department of Commerce have been created to 
deal with particular marketing situations: 


Commerce Action Group for the Near East 
North Africa 5737 


Near East 


Bahrain, Iraq, Jordan, Kuwait, Lebanon, Oman, 
Peoples Democratic Republic of Yemen, 

Qatar, Saudi Arabia. Syria, United Arab 
Emirates, Yemen Arab Republic 


lran, Israel, Egypt 


Bureau of East West Trade 


Eastern Europe 
USSR 
Peoples Republic of China 


U.S. DEPARTMENT OF COMMERCE e Domestic and International Business Administration 
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